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AGENDA DATE: May 19, 2009 
 
TO: Mayor and Councilmembers 
 
FROM: Accounting Division, Finance Department 
 
SUBJECT: Fiscal Year 2009 Third Quarter Review 
 
RECOMMENDATION:  That Council:   

A. Hear a report from staff on the status of revenues and expenditures in relation to 
budget as of March 31, 2009; and 

B. Accept the Fiscal Year 2009 Interim Financial Statements for the Nine Months 
Ended March 31, 2009. 

 
EXECUTIVE SUMMARY: 
 
Each month, staff presents the interim financial statements (Attachment 2) showing the 
progress of revenues and expenditures in relation to budget for the City’s General Fund, 
Enterprise Funds, Internal Service Funds, and select Special Revenue Funds. Each 
quarter, the interim financial statements are expanded to include a detailed narrative 
analysis of the General Fund and Enterprise Funds. This narrative analysis is included 
in the attached interim financial statements (Attachment 1).  
 
A few years ago Finance Department staff began presenting a report to Council on the 
third quarter results of operations.  This report incorporates analysis of account 
balances and explanations of unusual and/or significant trends or variances from the 
year-to-date (YTD) budget.  Any known needs for additional appropriations are also 
presented to Council in the third quarter review. These adjustments are the result of 
new information and/or unanticipated events that occurred since the adoption of the 
budget in June 2008.  There are no proposed budget adjustments at March 31, 2009. 
 
This review is the last formal presentation of interim financial results that Finance 
Department staff will make to Council before the end of the fiscal year.  The fourth 
quarter review will report on actual results for the year and will be presented after the 
close of this fiscal year.   
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ATTACHMENTS: 1. Summary by Fund Statement of Revenues and Expenditures 
for the Nine Months Ended March 31, 2009 

2. Interim Financial Statements for the Nine Months Ended 
March 31, 2009 (Narrative Analysis) 

 
PREPARED BY: Rudolf J. Livingston, Accounting Manager 
 
SUBMITTED BY: Robert D. Peirson, Finance Director 
 
APPROVED BY:  City Administrator's Office 
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General Fund Revenues 
On March 3, 2009, as part of the mid-year budget review, City Council approved adjustments to 
the adopted revenue budget to reflect updated projections at that time. The adjustments 
included a reduction in “non-departmental” tax revenues, such as sales tax, transient occupancy 
tax and utility users’ tax, of approximately $2.3 million. However, at mid-year, the overall net 
reduction to General Fund revenues was only $1.1 million, with the significantly lower estimates 
in the non-departmental tax revenues offset by increased estimates for mutual aid revenue and 
transfers in from other funds, namely the Self-Insurance and ICS funds. 
 
Since March, revenues have deteriorated further as a result of the protracted economic 
downturn. The revised year-end estimates indicate an additional $855,000 shortfall in relation to 
the amended mid-year budget as indicated in the table below.  
 
On a cash basis, General Fund revenues received as of March 31st total $73.2 million, or 67.6% 
of the YTD amended budget with 75% of the fiscal year elapsed. The three year average 
benchmark for percent of revenues received, which allows for a seasonally adjusted 
comparison, is 74.4%.  
 
 
 

 

Attachment 2 

Mid-Year YTD YTD 3-Yr Revised Variance to
Amended Amended YTD Percent Bench- Year-End Mid-Year

Budget Budget * Actual Rec'd mark Estimate Budget

Sales & Use Tax 19,206,432        14,404,824     13,361,504$   69.6% 67.0% 18,716,000$      (490,432)$      
Property Tax 23,165,295        17,373,971     12,892,638     55.7% 54.9% 23,165,295        -                     
UUT 7,129,923          5,347,442       5,176,339       72.6% 74.2% 7,066,000          (63,923)          
TOT 12,785,113        9,588,835       9,658,201       75.5% 75.8% 12,296,000        (489,113)        
Bus License 2,258,500          1,693,875       1,829,772       81.0% 80.9% 2,258,500          -                     
Prop Trans Tax 333,592             250,194          222,163          66.6% 80.5% 296,200             (37,392)          
    Total Taxes 64,878,855        48,659,141     43,140,617     66.5% 65.8% 63,797,995        (1,080,860)     

License & Permits 128,995             96,746            136,007          105.4% 75.0% 128,995             -                     
Fines & Forfeitures 2,646,937          1,985,203       1,984,241       75.0% 75.0% 2,646,937          -                     
Franchise Fee 2,937,139          2,202,854       2,234,116       76.1% 72.5% 2,990,101          52,962           
Use of Money & Prop 1,920,692          1,440,519       1,367,912       71.2% 75.0% 1,920,692          -                     
Intergovernmental 2,312,832          1,734,624       2,374,015       102.6% 75.0% 2,485,632          172,800         
Fee & Charges 18,562,096        13,921,572     13,504,800     72.8% 75.0% 18,562,096        -                     
Miscellaneous 12,414,261        9,310,696       8,409,114       67.7% 75.0% 12,414,261        -                     
Budgeted Y-E var. 2,420,494          1,815,371       -                      0.0% 75.0% 2,420,494          -                     
    Total Other 43,343,446        32,507,585     30,010,205     69.2% 74.8% 43,569,208        225,762         
Total Revenues 108,222,301$    81,166,726$   73,150,822$   67.6% 69.4% 107,367,203$    (855,099)$      

* YTD Budget is calculated on a straight-line basis for all revenues based on the number of months elapsed.

Summary of Revenues
For the Nine Months Ended March 31, 2009

GENERAL FUND
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General Fund major revenues are discussed below. 
 
Sales and Use Taxes 
 
Budgeted sales tax revenues were reduced by approximately $1.6 million in March (mid-year) to 
reflect the impact of the recession on our revenues.  This adjustment was made in anticipation 
of continued sales tax decline through the remainder of the year.  Although sales tax revenues 
are above the year-to-date benchmark through the first nine months on a cash basis, staff 
projects that sales and use tax revenues will end the fiscal year $490,000 below the amended 
budget.  
 
Property Taxes 
 
As shown in the table, property tax revenues are significantly under the YTD budget at March 
31.  However, this variance is not considered significant because the second major installment 
of property tax is received from the County in April and the revenue through March 31 is slightly 
ahead of the seasonally adjusted three-year benchmark. Staff expects property tax revenue will 
meet the amended budget. Within the property tax category, supplemental taxes will also meet 
the $500,000 budget based on supplemental taxes received through March 31. 
 
Utility Users Taxes 
 
A utility users’ tax (UUT) is applied to utilities, including water, cable television, telephone, 
electricity, refuse, and natural gas. By ordinance, 50% of all most UUT revenues are restricted 
for streets maintenance and capital and are reported directly in the Streets Fund. Budgeted 
UUT revenues were increased $164,000 in March based on year-end projections.  Due to third 
quarter growth realized in the telephone, cable and refuse sectors, revised staff projections 
indicate that UUT revenues will end the year approximately $64,000 above the amended 
budget. 
 
Transient Occupancy Taxes 
 
At mid-year, the budget for Transient Occupancy tax (TOT) was reduced by $549,000. As of 
March 31, 2009, $9.7 million in TOT revenues have been received.  After the mid-year 
adjustment, TOT revenue is tracking at 75.5% of the amended budget (on a cash basis) through 
the first 9 months of the fiscal year. However, with the recent declines in both tourist and 
business travel to the City, staff estimates that by year-end, TOT is projected to fall $489,000 
below the amended budget. 
 
Intergovernmental 
 
At March 31st, intergovernmental revenue is approximately $639,000 ahead of the year-to-date 
budget, due entirely to Fire Department mutual aid revenue received in excess of the amount 
contained in the mid-year amended budget.  By the end of the year, it is expected that mutual 
aid revenue will exceed the amended budget by approximately $310,800. 
 
Intergovernmental revenue also includes vehicle license fee (VLF) revenue which is expected to 
end the year approximately $138,000 below the amended budget. This is due to lower VLF 
collections statewide with the declines in new car sales, as well as increases in the DMV 
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Fees and Service Charges
General Fund

For the Nine Months Ended March 31, 2009

Mid-Year YTD Percent
Amended Amended YTD Received Prior Year Prior Year Percent

Department Budget Budget Actual YTD YTD Variance Variance

Finance 858,930$          644,198$         617,074$         71.8% 596,982$         20,092$         3.4%
Community Development 4,475,017         3,356,263        3,306,572        73.9% 3,439,730        (133,158)        -3.9%
Parks & Recreation 2,555,665         1,916,749        1,603,121        62.7% 1,529,361        73,760           4.8%
Public Safety 433,055            324,791           267,919           61.9% 219,085           48,834           22.3%
Public Works 4,220,897         3,165,673        3,209,037        76.0% 3,446,032        (236,995)        -6.9%
Library 782,082            586,562           738,951           94.5% 729,146           9,805             1.3%
Reimbursements 5,236,450         3,927,338        3,762,126        71.8% 3,683,901        78,225           2.1%

Total 18,562,096$     13,921,572$    13,504,800$    72.8% 13,644,237$    (139,437)$      -1.0%

administrative costs, which are deducted from entirely from the cities’ 25% share VLF revenues 
before apportionment.  
 
Franchise Fees 
 
Franchise fee revenues are received from companies that have a franchise agreement with the 
City.  Franchise fees are slightly above the year-to-date budget at March 31 due to strong 
growth in franchise fees on cable and natural gas which was unanticipated at mid-year. The 
franchise fee revenue estimate was reduced by $58,261 at mid year; however, staff expects 
franchise fees to come in approximately $53,000 above the amended budget by year end due to 
the favorable increase seen in the third quarter. 
 
Use of Money & Property 
 
By far the largest component of this revenue category is investment income on the City’s pooled 
investment portfolio. There has been a steep decline in market interest rates since the start of 
the fiscal year. Accordingly, interest income on the pooled investments is projected to end the 
year approximately $155,000 under budget. This will be offset by interest earned on EMLAP 
and Inter-fund loans and, therefore, staff expects revenues will meet budget by year-end. 
 
Fees & Service Charges 

 
Fee & Service Charge revenue is approximately $417,000 below the year-to-date budget at 
March 31, 2009.  As shown in the table above, most of this unfavorable variance relates to 
Parks & Recreation Department, Public Safety and Reimbursements.   
 
Parks & Recreation fee revenues were approximately $314,000 below the YTD budget at 
March 31.  This is viewed as a temporary variance that will decrease in the next 60 days as 
registrations for summer camps begin.  Staff projects that the year-end revenues will end the 
year approximately $110,000 below budget; however, this shortfall will be completely offset by 
expenditure reductions.  
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Reimbursements include reimbursement to the General Fund for expenditures made for the 
benefit of other funds such as the Redevelopment Agency (RDA), the Water Fund, and the 
Airport Fund, as well as some outside agencies.   Reimbursement revenues were approximately 
$165,000 below the YTD budget at March 31 primarily due to reimbursements from the RDA 
and outside law enforcement agencies for the CLETS system.  RDA reimbursements are made 
based upon actual expenditures each month.  Actual expenditures have been lower than the 
budgeted amount and, accordingly, the reimbursements are below the YTD budget.  
Additionally, not all of the reimbursable costs are incurred ratably so there are some temporary 
variances throughout the year.  CLETS reimbursements are made once a year in June so there 
is a $42,000 negative revenue variance at March 31.  
 
Library fees are ahead of the YTD budget due to payments received from Santa Barbara 
County in January.  These fees are usually received twice per year and result in temporary 
variances throughout the year.   
 
General Fund Expenditures 
The table below summarizes the General Fund budget and year-to-date expenditures through 
March 31, 2009. The Annual Budget column represents the amended budget, which includes 
appropriation carryovers from the prior year, as well as any supplemental appropriations 
approved by Council in the current year. As shown in the table below, a year-to-date budget 
(labeled “YTD Budget”) column is included. This represents 75% of the annual budget to 
coincide with 9 out of 12 months in the fiscal year having elapsed.  Unlike revenues, where the 
collection rate during the year is seasonally affected, most expenditures tend to be incurred 
fairly evenly throughout the year. 

 
The amended annual budget totals approximately $110.8 million, and the year-to-date budget is 
calculated at $83.1 million (75%).  Actual expenditures of $79.7 million were $3.4 million below 
the YTD budget at March 31.  As shown in the schedule above, all departmental expenditures 
are within the YTD budget at March 31 with only Police exceeding the YTD budget when 
including encumbrances in the analysis.  Actual expenditures, combined with almost $1.5 million 

Variance
Annual YTD YTD W ithout Encum-

De pa rt ment Budget Budge t A ctual Enc um bra nce brance $ %

M ayor & Cou ncil 8 57,792$            643 ,3 44$         597,42 7$          4 5,917$           758$               45,15 9$          5.3%
C ity Attorn ey 2 ,2 30,025           1,672 ,5 19        1,579,78 8        9 2,731             -                 92,73 1            4.2%
C ity Ad m inis trator 2 ,3 24,004           1,743 ,0 03        1,606,26 9        13 6,734           63,743           72,99 1            3.1%
Ad m inis trat ive Svs. 2 ,2 20,288           1,665 ,2 16        1,436,97 6        22 8,240           46,373           1 81,86 7          8.2%
F inan ce 5 ,2 39,090           3,929 ,3 18        3,570,51 3        35 8,805           85,330           2 73,47 5          5.2%
Po lice 33 ,4 62,918         25,097 ,1 89      2 5,061,72 9      3 5,459             1 51,567         (1 16,10 8)         - 0.3%
F ire 21 ,2 71,213         15,953 ,4 10      1 5,640,15 1      31 3,259           1 29,636         1 83,62 3          0.9%
Pu blic  W or ks 7 ,2 34,204           5,425 ,6 53        4,916,58 1        50 9,072           1 46,184         3 62,88 8          5.0%
Pa rks &  Recr eat ion 16 ,0 55,940         12,041 ,9 55      1 1,188,54 8      85 3,407           4 80,110         3 73,29 7          2.3%
Lib rary 4 ,6 17,285           3,462 ,9 64        3,273,37 6        18 9,588           41,239           1 48,34 9          3.2%
C om m un ity  Dev. 11 ,4 96,500         8,622 ,3 75        8,126,12 0        49 6,255           3 33,043         1 63,21 2          1.4%
N on- Depar tm e nta l 3 ,8 19,865           2,864 ,8 99        2,704,30 1        16 0,598           -                     1 60,59 8          4.2%
    Total 110 ,8 29,125$     83,121 ,8 44$    7 9,701,78 0$     3,42 0,064$      1 ,4 77,984$     1 ,9 42,08 0$     1.8%

%  o f a nn u al b u d ge t 75. 0% 7 1.9 % 3.1% 1.3% 1.8%

Fa vora ble
(Unfa vora ble)

Va rianc e W it h Enc um b

SUM M ARY  OF EXP ENDITUR E S
GE NERAL FU ND

For t he Nine M ont hs Ended M a rc h 31 , 20 09
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in encumbrances, resulted in an overall favorable YTD budget variance of $1.9 million (1.8%) at 
March 31.  Encumbrances consist of amounts carried forward from the prior year and current 
year encumbered contracts for materials and services, such as financial audits, maintenance, 
and attorney services that will be performed throughout the remainder of this fiscal year.     
 
Due to the tough economic situation facing the City, all departments have been given an 
expenditure savings target for this fiscal year.  The total savings target for the General Fund is 
$3,500,000.  This “reduction” will be accomplished through a combination of revenues in excess 
of budget and expenditures under budget.  The $3.4 million positive budget variance through 
three quarters reflects the departmental efforts to meet the reduction target as well as 
approximately $1.6 million salary & benefit variance due to the timing of payrolls through 
March 31.  Only 73% of pay dates (19 of 26) have occurred through nine months compared to 
75% of the fiscal year having elapsed through March 31.  Other salary & benefit cost savings 
are due to vacancies in key positions, under-filling certain positions, and positions held vacant 
under the City’s hiring freeze.  All departments will be closely monitoring expenditures 
throughout the remainder of the year so that expenditures end the year under the targeted 
savings.   
 
Police Department expenditures, including encumbrances, were approximately $116,000 over 
the YTD budget at March 31.  However, the negative variance would have been greater without 
the temporary positive variance due to the timing of payroll dates.  The department had a 
$542,000 temporary positive variance in salary & benefit expenditures at March 31.  The 
department has over-hired this year to cover anticipated retirements and to provide increased 
police presence in the City.  The Department will realize some salary saving in the final three 
months of the year but additional appropriations will likely be needed to cover the projected 
negative variance from salary & benefits before year-end.  At March 31, staff is projecting a 
negative year-end expenditure variance of approximately $310,000.  Staff is projecting a 
positive revenue variance of approximately $280,000 that will be used to offset a portion of the 
projected negative expenditure variance. Staff will continue to monitor the departmental 
expenditures for the next two months and, if necessary, request a supplemental appropriation.   
 
Fire Department expenditures were almost $184,000 (0.9%) under the YTD budget at March 31 
with approximately $171,000 of the variance due to the timing of payroll dates.  Department staff 
is projecting that expenditures will end the year in line with budget and no additional 
appropriations will be required unless department personnel need to respond to any serious fire 
incidents before year end.  The required savings for the department will be achieved primarily 
from mutual aid revenues that will exceed the budgeted amount.   
 
Enterprise Fund Revenues  
Unlike the General Fund, which relies primarily on taxes to subsidize programs and services, 
Enterprise Fund operations are primarily financed from user fees.  The table below summarizes 
Enterprise Fund revenues through March 31, 2009, with a comparison to budget and prior year 
revenues. Note that the “YTD Budget” column has been calculated based on a 3-year average 
collection rate through March 31. This rate, which is shown as a percentage in the “3 Year 
Average Rec’d” column, has been applied to the annual budget amount to arrive at the YTD 
Budget. This approach is used in recognition that enterprise fund revenues are seasonally 
affected and are generally not received evenly throughout the year.  Therefore, adjusting the 
budget for seasonal variations facilitates the comparison to YTD revenues.  
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As shown in the table below, revenues of all funds except the Downtown Parking and 
Waterfront Funds exceeded the YTD budget at March 31.  The more significant variances will 
be discussed below.  

Water Fund revenues were 3.1% ($1 million) above the YTD budget at March 31.  
Approximately $487,000 (1.5%) of this variance is from metered water sales while the remaining 
variance is primarily due to reimbursements from our joint powers agreement partners.   The 
City receives reimbursements from Montecito Water and Carpinteria Water for their respective 
share of operating the Cater Treatment Plant.  Recent wildfires have caused increased 
treatment costs to the City which resulted in increased reimbursement from the other cities.  The 
variance from metered water sales is due to usage in excess of the amounts that were 
estimated when the budget was prepared.  A significant factor in this increased water usage is 
the warm, dry weather that we have been experiencing this year.   
  
Downtown Parking Fund revenues were almost $423,000 (5.6%) below the YTD budget at 
March 31, 2009.  This is almost entirely due to hourly parking revenues falling below the original 
estimate.  The actual number of hourly parking transactions is below the estimate and revenues 

YTD 3 Year
Annual YTD YTD YTD Percent Average YTD %
Budget Budget * Actual Variance Rec'd Rec'd Actual Variance

Water Fund

Revenues 32,643,840$       24,378,420$      25,391,849$      1,013,429$       77.8% 74.7% 24,872,180$      2.1%

Expenses ** 36,343,207         27,257,405        26,971,397        286,008            74.2% 75.0% 24,515,191        10.0%

Wastewater Fund

Revenues 14,975,942         11,258,913        11,365,270        106,357            75.9% 75.2% 10,525,373        8.0%

Expenses ** 15,406,773         11,555,080        11,085,269        469,811            72.0% 75.0% 10,444,442        6.1%

Downtown Parking Fund

Revenues 7,484,980           5,493,975          5,071,325          (422,650)           67.8% 73.4% 5,314,937          -4.6%

Expenses ** 6,676,751           5,007,563          6,105,231          (1,097,668)        91.4% 75.0% 5,587,163          9.3%

Airport Fund

Revenues 12,892,002         9,482,067          9,910,201          428,134            76.9% 73.6% 10,005,142        -0.9%

Expenses ** 15,310,907         11,483,180        11,187,289        295,891            73.1% 75.0% 11,596,458        -3.5%

Golf Fund

Revenues 2,695,570           1,926,254          1,954,276          28,022              72.5% 71.5% 1,634,832          19.5%

Expenses ** 3,349,846           2,512,385          2,358,109          154,276            70.4% 75.0% 2,333,192          1.1%

Waterfront Fund

Revenues 11,548,876         8,665,122          8,498,796          (166,326)           73.6% 75.0% 8,680,626          -2.1%

Expenses ** 12,168,847         9,126,635          8,709,093          417,542            71.6% 75.0% 9,425,083          -7.6%

* Revenues in the YTD Budget column have been calculated based on a 3-year average collection rate through March 31, which has been
  applied to the annual budget.

** Expenses include encumbrances at March 31.

SUMMARY OF REVENUES & EXPENSES
Nine Months Ended March 31, 2009

ENTERPRISE FUNDS

Current Year Analysis Prior Year Analysis
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are expected to end the year approximately $309,000 below the annual budget.  Department 
staff projected revenues based on 4.7 million parking transactions for the year but actual 
transactions are estimated at slightly more than 4.1 million.   Revenue shortfalls will be offset by 
expense savings, primarily by delaying the timing of capital projects.   
 
Waterfront Fund revenues were $166,326 (1.4%) below the YTD budget at March 31.  This 
negative variance is primarily due to slip transfer fee revenue coming in almost 6.8% under 
budget.  The current economic conditions, which include a tight credit market, have affected the 
sale/purchase of slips, and slips are not changing hands as much as anticipated when the 
budget was prepared.  Revenue shortfalls will be offset by expense savings. 
 
Enterprise Fund Expenses 
Enterprise fund encumbrances and expenses through March 31, 2009, with a comparison to 
budget and actual, are summarized in the table above. The column labeled “YTD Budget” 
represents 75% of the annual budget column.  Although many expenses tend to be incurred 
fairly evenly throughout the year, there are some expenses that do not occur evenly during the 
year.  These expenses, such as debt service and capital projects can create significant 
temporary variances from the YTD budget during the year.  The more significant expense 
variances will be discussed below. 
 
Salary & benefit cost savings account for a significant portion of the positive expense variances 
in all of the enterprise funds.  As previously noted, there is a temporary variance in salary & 
benefit costs at March 31; however, salary & benefit savings exceed the temporary variance in 
all enterprise funds.  This variance is due to positions that have not been filled and positions that 
have been held open pursuant to the City’s hiring freeze.  
 
Downtown Parking Fund expenses are almost $1.1 million (16.4%) above the year-to-date 
budget at March 31. This is a temporary negative variance that will be resolved in April.  This 
relates to $1.1 million that has been encumbered for several long-term capital projects that are 
budgeted and will be completed over the next few years.  The budget and actual expenses for 
these capital projects were transferred to the newly created Downtown Parking Capital Fund in 
March 2009.  The purchase orders and contracts that have been encumbered were not able to 
be moved to the new fund until April and resulted in this temporary variance.   The fund will 
have expenditure savings in excess of the projected revenue shortfall.  
 
Waterfront Fund expenses are almost $418,000 (3.4%) below the YTD budget at March 31.  
Savings in salaries & benefits account for approximately $206,000 of the variance.  The 
remaining positive variance is due to the $150,000 appropriated reserve that has not been spent 
and other small variances spread throughout several line items in the budget.   Department 
personnel are reducing expenses where appropriate to offset the negative revenue variance 
that was previously discussed.  
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